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Sprint Corporation hereby submits its comments on the Emergency Petition for
Prescription filed by MCI Telecommunications Corporation (“MCI”).

MCT’s petition is a plea to the Commission to take immediate remedial action on
various facets of its access reform policy. Concerned about the uncertainties created by
recent court decisions, MCI maintains that the foundation upon which the Commission
built its access reform structure has all but crumbled. MCI asserts that, because
competition in the local exchange has not developed, an essential element of the
Commission’s strategy for controlling access charges has also not developed.
Consequently, MCI urges the Commission to modify two key aspects of access reform,
namely the timing surrounding the move to cost-based access rates and the administration
of the presubscribed interexchange carrier charge (“PICC”).

MCT’s request for immediate prescription of cost-based access charges is similar
to the joint petition filed by Consumer Federation of America, International

Communications Association and National Retail Federation on December 9, 1997,1 on

1 See, In the Matter of Petition for Rulemaking of Consumer Federation of America, RM No. 9210.
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which Sprint has already commented. Sprint respectfully refers the Commission to its
January 30, 1998 comments in that docket.’

The remainder of MCT’s petition delineates the problems resulting from the
creation and implementation of the PICC. Sprint shares the concern expressed by MCI
that the introduction of the PICC has posed numerous and complex issues for both the
[XCs and the LECs. While clearly more economically sound than minute of use-based
access charges, the flat-rate PICC charge assessed on IXCs has proven to be both difficult
for the LECs to define and to bill, and for the IXCs to verify. Many LECs (not including
the Sprint LECs) have been unable to render bills for PICCs on a timely basis. Some
LECs have informed Sprint that they are months away from accurately billing certain
types of PICC, and one LEC will not be able to furnish PICC data in the standard billing
format until well into the fourth quarter. As a result, IXCs are at a loss to know what
their PICC costs are, and can only recover those costs on a “best guess” basis.

The most effective way to deal with the problems outlined is to move away from
artificial distinctions created by the PICC and instead lift the cap on the subscriber line
charge (“SLC”) so that all common line costs assigned to the interstate jurisdiction are
recovered directly from the cost causer. Certainly there can be no debate that the end user
18 the cost causer for the loop. The loop provides the end user’s connection to the
network — regardiess of whether that connection is via a primary or non-primary line.
Moreover, recovering the interstate allocated loop costs, together with the non-traffic
sensitive switching costs, through an increased SL.C will have the same economic effect

to the end-user as the pass-through of the PICC. It has become clear that the PICC will

% Yor the Commission’s convenience, a copy of those comments is attached.
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be passed through to the end user as a separate line item on the IXC bill and rightfully so,
since to do otherwise, would cause the end user to lose the economic benefit derived by
paying non-traffic sensitive costs on a flat-rated rather than a minute-of-use basis. Rather
than sustain two flat-rate end user charges, Sprint contends that it would be more
understandable to the customer, and more easily administered by the industry, if the ILEC
billed the PICC directly to the customer through the SLC. This would allow the ILEC to
perform the billing function, based on information it already maintains (which would ease
administrative burdens on both the LECs and the IXCs) while, at the same time, easing
customer confusion over multiple charges. Sprint believes this solution to be far superior
to the temporary fixes suggested by MCI and urges the Commission to accept Sprint’s
recommendation.

Should the Commission decline to adopt Sprint’s proposal to combine the PICC
with the end-user SLC, then Sprint agrees with MCI that the Commission must take
certain corrective actions to relieve the burdens placed on the industry as a whole by the
creation of the PICC. First, Sprint agrees with MCI that that the Commission should
eliminate the distinction between primary and non-primary lines. In its comments filed
last September 1n the Commission’s rulemaking aimed at defining primary lines,’ Sprint
suggested that:

...the Commiission [to] consider further the wisdom and benefits of differentiating

between primary and non-primary residential lines for purposes of assessing

access charges under the revised structure. ...Sprint believes that it would be far
better for the Commission to dispense with its attempt to differentiate between
primary and non-primary lines altogether. Sprint does not suggest that the

Commission should load the additional revenue requirements that would have
been recovered from non-primary residential lines (through higher PICCs or

8 In the Matter of Detining Primary Lines, CC Docket 97-181. The Commission has not yet resolved this
docket.
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SLCs) back onto usage-based access charges, or onto the multi-line business

PICC. Rather, the Commission should set the residential SLC and PICC at levels

that represent the weighted average of the primary and non-primary line charges

that the Commission contemplated in its Access Reform docket.*
Sprint continues to believe that nothing is gained by creating these artificial distinctions
and urges the Commission to grant MCI's petition in this regard.

Next, Sprint urges the Commission to heed MCI’s call for swift action on Sprint’s
December 31, 1997 request for a declaratory ruling that an IXC that has terminated
service to a presubscribed customer for nonpayment or for violation of any other term or
condition of the TXC’s tariff is not liable for PICCs with respect to such customer’s lines
if the IXC has made a timely notification to the LEC that is has discontinued service to
the customer. The comment cycle regarding Sprint’s petition has been completed with no
one leveling any serious challenge to the notion that the Commission’s order clearly
contemplated the existence of a carrier-customer relationship before an IXC is billed the
PICC relating to an end-user’s line. Granting Sprint’s petition will, therefore, not only
carry out the Commission’s intent, but will minimize billing disputes between the IXCs
and the ILECs, as well as giving the ILECs the information they need to recover the PICC
directly from the end user on a timely basis. Consequently, the Commission should act
immediately to grant Sprint’s petition.

To the extent the Commission maintains the primary/non-primary line distinction,
MCT suggests that it should prescribe that a line is primary if it is the only line on the IXC

end user billing account. MCI prefers this methodology over the use of established ILEC

billing account numbers. Adopting MCI’s suggestion on this point would require LECs

4 Id. Sprint Comments at p.2.
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to input information from IXC account information into their own billing systems, which
would increase the burden on LECs and, to some extent, the IXCs (since IXCs would
have to supply such account information to the LECs). Thus MCT’s proposal would
increase the complexity and burden of PICC administration and accordingly should be
rejected.

MCI contends that the IXCs are receiving PICC billing statements that are not
accompanied by auditable line count data. This data is necessary to allow the IXC to
determine, on a customer-specific basis, the number and types of PICCs for which it is
being billed. MCI asks the Commission to prohibit the [ILECs from billing PICCs until
such time as they are able to provide this data. In the meantime, MCI suggests that the
ILECs be held responsible for billing the PICCs directly to the end user customer.

The predicament described by MCI underscores the difficulties created by the
Commission’s insistence on distinguishing between customer classes for purposes of
levying the PICC. Sprint’s long distance operation has experienced the frustrations MCI
describes and continues to battle with certain ILECs in an effort to receive timely and
accurate line count information. For their part, the Sprint LECs have made every effort to
provide to the IXCs the data they require, however, without a reliable definition available,
IXCs’ frustration is real and, for the most part, justified.

While requiring the ILECs to bill the PICC would resolve for the IXCs the
dilemma outlined by MCI, in reality, it would merely shift the problem to the ILECs. A
better solution to this problem is to create a new field in the Customer Account Record
Exchange (“CARE”), the industry-standard electronic data interchange used by LECs and

IXCs to exchange customer information, that would house the PICC information as to the

93
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type of PICC being charged for each line. In this way, IXCs would no longer need to
depend on tardy, erroneous or nonstandard billing information as is the case today.
Including the type of PICC in the CARE data would also allow IXCs to know what types
of PICCs are being charged to new customers, without having to wait weeks (or months)
for the first PICC bill from the LECs that includes the new customer.

MCI next asks the Commission to establish a standard date on which the ILECs
take their “snap-shot” to determine customer PICC assignments. Sprint is certain that the
Commission recognized the enormity of such an undertaking when it initially devised the
PICC, which is why it did not mandate a standardized date in its initial order. The data
on which the PICC is based is extracted from the ILEC’s end user billing system after the
final billing cycle and before the month-end closing process. A number of factors may
effect the timing of the extracted data, such as the number of days in a month or when the
weekend falls in the billing cycle. Finally, Sprint has local operations in 19 states and
does not have the computer processing capabilities to extract the line classification for
every line in every state on the same day. The Commission should take no action to make
the administration of the PICC any more burdensome than it already is for both ILECs
and [XCs. The Commission should, therefore, reject the idea of a standardized date of
the PICC “snap-shot”.

Finally, MCI proposes that ILECs be required to issue access bills which break
out, by access element, the amount of universal service pass-through contained therein.
Currently, each LEC includes in its access rate filing the amount of USF support included
in its rate development. Consequently, the information MCI is seeking already exists and

is publicly available, at least in the aggregate. Requiring the additional detail sought by
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MCI would impose additional billing costs on LECs and bill verification costs on IXCs.
MCT has not presented a compelling business justification for imposing these additional
burdens.

If MCI’s underlying concern is that the Commission continues to allow the LECs
to recover their interstate USF contribution from the IXCs through access charges, that is
a concern that Sprint shares. This is an issue Sprint addressed in its comments in the
Commission’s USF Report to Congress proceeding. As Sprint noted there, the issue will
be addressed in further USF proceedings and USF appeals. There is no need to address it
here, except to say, as Sprint did in its March 4™ letter to Chairman Kennard, that “if the
Commission wishes to use long distance companies to fund programs that are deemed to
be in the public interest, [they] need to be able to pass through charges directly to
customer in an open and fair manner.” Aside from their direct contributions, the IXCs
bear an additional $830.2 million, or 96.4 percent, of the USF contributions made by
LECs which the Commission permitted the LECs to pass on through access charge
increases. This means that directly or indirectly, the long distance industry is absorbing
90 percent of total USF costs.

While the LECs are able to pass through their USF contributions to their carrier
customers through access charges, the IXCs’ only avenue of cost recovery is through the
end user. If the USF contribution is to be nondiscriminatory and explicit as provided for

in the Act, then it is imperative that all carriers recover
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their USF cost in a like manner - that is, from the end user customer in the form of a
universal service surcharge.

In conclusion, for the reasons stated herein, Sprint urges the Commission to deny
MCT’s request for immediate prescription of cost-based access charges and rather pursue
the orderly transition outlined in Sprint’s comments in the CFA/ICA/NREF Petition.
Further, with respect to the PICCs, Sprint urges the Commission to adopt the most
economically rational and administratively efficient means of recovery, i.e., direct
recovery of these costs by the ILEC from its end users through subscriber line charges.
Clearly, this direct approach would avoid all of the pitfalls that plague the existing PICC
system and would moot all of MCI’s PICC concerns. If the Commission decides to
continue PICCs, it should: (1) adopt MCI’s suggestion and simplify PICC application by
eliminating the primary/non-primary line distinction; (2) grant MCI’s request for action
in favor of Sprint’s Petition for Declaratory Ruling that an IXC that has terminated
service to a customer for non-payment or violation of any other term or condition of the
IXC’s tariff is not liable for PICCs with respect to such customer’s lines if the IXC has
made a timely notification to the LEC that it has discontinued service to the customer;
(3) reject MCI’s proposed use of IXC end-user billing account instead of using
established ILEC end user billing account numbers; (4) require the creation of a new
industry standard PICC information field in CARE; and (5) reject MCI’s request for a
standard date for determining customer PICC assignments.

Finally, the Commission should reject MCI’s proposal to require [LECs to break
out in access bills, the universal service pass-through by access rate element. The amount

of universal service contained in access rates is clearly provided and publicly available in
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the rate development filed by each ILEC. Sprint shares MCI’s underlying concern that
IXC’s and their customers bear not only their own direct universal service contributions,
but also nearly all of the ILEC contributions as well. Sprint requests competitive
neutrality in the recovery of universal service costs, that is, that all carriers recover
contributions from their end user customers in the form of an explicit universal service

surcharge.

Respectfully submitted,

SPRINT CORPORATION

By ':é/'—/l ( /
Jay C. I@ithley
H. Richard Juhnke i
1850 M Street N.-W., 11th Floor
Washington, DC 20036-5807
(202) 857-1030

Sandra K. Williams
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Its Attorneys
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